































































































































































































































































































KateorAssetPrice a R(-1)a(-2)β(-3) /3(-4)β(-5)
Japan
Interbank3M
Interbank6M
Interbank12M
Swap4Y
GBlOY
0.17*
0.12*
-0.03
0.09**
!!:
o.og*
0.10*
0.12**
0.17**
-0.08*
0.10*
0.14**
o.os
-0.14**
o.is
0.07
-o.os
O.03
-0.05
11'
11・
-0.04
-o.os
O.01
11'
11:
-0.07
-o.io
O.08*
.0.07
UnitedKingdom
Interbank3M
Interbank6M
Intel°bank12M
GB5Y
GBlOY
0.09
0.os
11'
0.03
-o.ol
0.009
0.03
-0.03
11:
-0.04
o.lo*
0.02
0.02
0.09*
-0.03
0.04
-0.02
-0.02
0.04
0.02
0.03
0.oi
-0.07
0.os*
0.04
一〇.ol
O.04
0.oi
-o.oz
O.05
UnitedStates
TB3M
TBFiM
TB12M
c7BSY
GB10Y
0.15**
0.08*
0.09*
-0.03
-0.03
一〇.03
111'
-0.03
-0.04
0.02
0.02
0.01
0.06
0.01
0.05
0.04
0.03
0.05
0.02
-o.04
0.02
0.04
-0.01
-0.02
-0.03
0.05
0.02
-0.04
11.
11.
Note.***Indicatessignificantat1%,**at5%,and*at10%
Thereactionofmarketratestochangesinofficialrateswasfoundto
havebeensharpbutofmoderatemagnitude.Theresultsshowthatthe
coefficientsforchangesintheBankofEngland'sofficialinterestrateare
lowerthaninthepreviousperiodandarestatisticallysignificantata1%
levelinsomecases:,thelatterperioddecreasedrapidly.Almostallfind-
ingswerenotsignificant.Theseresultsareconsistentwiththehypothe-
sisthatthetransparencyandcredibilityintheUnitedKingdomhas
increasedcomparedwiththepreviousperiod.Introducinginflationtar-
getingmayhavecontributedtotheresult.ResultsforJapanaresimilar
tothosefoi°theU.K.
Table3showsthatonly4-and5-yearinterestratesreactedsti°ongly.
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Table4DailyEffectsofOfficialInterestRateonSho
AssetPriceReactions(2000-2003)
Short-teemInterest
RateorAssetPriceQ a(-1)Q(-2)
Japan
Interbank3M
Interbank6M
Interbank12M
Swap4Y
GB10
一〇.os
-0.04
0.03
0.0
0.03
0.04
0.04
11:
0.03
0.03
0.12**
0.04
0.04
0.io*
0.04
UnitedKingdom
Interbank3M
Interbank6M
Interbank12M
GB5Y
GBlOY
一〇.02
-0.03
-0.02
-0.03
111'
0.01
-0.03
0.U1
0.04
11t'
0.04
0.04
0.04
0.04
-o.04
UnitedStates
TB3M
TB6M
TB12M
GB5Y
GB10Y
一〇.04
-0.009
0.009
.0.04
-0.04
一〇.02
0.005
-0.03
-0.02
0.01
一〇.01
0.007
0.04
111・
0.007
八tote.***Indicatessignificantatl%,**at5%,and*a
However,analysisofthesustainabilityoftheto
showsthatcoefficientsarestatisticallysignifi
relativelymaturityofshort-termrates.`'This
CookandHahn(1989)andReichenstein(1987
cludedthattheU.S.Fedappeal°stohavesignifica
maturityinterestratesandlittleeffectonlong
theotherhand,thisresultisdifferentfromRole
Thronton(1998),whoshowedsignificantresu
long-term.IntheU.S.,too,thereissomepossi
thefinancialmarketshasimprovedrecently.Fin
credibilityhasimprovedgreatly.NotonlytheU
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theU.K.havechangedsituations.
4.CONCLUSION
Thispapertestedtheeffectofannouncementsofinterestratechanges
oninterestratesalongtheyieldcurve.Theargumentreliesoninforma-
tionasymmetryandtheexistenceofanequilibriumwithfullknowledge
oftheauthorities'reactionfunction.Onlyinthiscasewillthemarketre-
actionbeinsignificant.Theevidencesuggeststhatincreasedtranspar-
encyandcredibilitymightimprovetheefficiencyofmarketsby
facilitatingmorerapidadjustmentofinterestrates.
Theabsenceofasignificantresponsetoofficialinterestratedecisions
onthedayofchangeinratesinrecentcasesisconsistentwiththehy-
pothesisthatthemarketanticipatedthesechangesandthusthatmone-
tarypolicywastransparent.
Governmentbondyieldshavereactedsignificantlyinsomecasestoof-
ficialinterestratedecisionsinthepast.However,thesituationshave
changedgreatly.Inalmostallcases,thecoefficientsareinsignificant.
Thisisnotconsistentwiththehypothesisthatmonetarypolicywas
credible.
Itisclearthatcentralbankshavemadesignificantprogi°essinopening
upthemonetarypolicyprocess.Financialmarketparticipantsandthe
publicatlargenowhaveamuchbetterappreciationoftheobjectivesof
monetarypolicyandtheframeworkandmechanismsusedtoconductpol-
icy.TheJapanesecaseistypical."'IntheUnitedKingdom,thereissome
possibilitythattheintroductionofinflationtargetingcontributedtothe
i°esults.
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IthankAkihiroAmanoatHyogo-PrefectureUniversityforhisvaluablecom-
mentsandsuggestions.
1.CookandMahn(1989)examinedtheinfluenceofmonetarypolicyoninterest
ratesbyestimatingtheeffectofchangesinthefederalfundsratetargetand
foundthatchangesinthetai°getcausedlargemovementsinshort-term
ratesandsmallerbutsignificantmovementsinintermediateandlong-term
rates.
2.Somestudieshaveanalyzedtheimpactofmoneysupplyannouncementson
interestrates.Cornell(1983),Hardouvelis(1984),Loeys(1985)and
HaldaneandRead(2000)areexamples.Thispaper'svariableisofficialin-
terestratechangesratherthanmoneysupplyandinterestratetargets.The
lndingsofCookandHahn(1989)andothersarecloselyrelatedtomywork
inthisrespect,however,theyusetargetinterestrateinsteadoftheofficial
interestrate.
3
4
5
6
7
8
TheseareimportantdifferencesfromCookandHahn(1989)andHaldane
andRead(2000).
Balduzzietal.(1998),McCallum(1994),andRudebush(1995)areexamples'
ofstudiesinthisarea.However,themethods,time-spans,andcountries
consideredaredifferentfromthoseinthepresentstudy.
Insomestudies,includingMullet°andZelmer(1999),sampleperiodisdi-.
videdbecauseofthevolatilityof(high)dependentvariablescausedbytrap-'
sitionaleffectsandexogenousfactors.However,suchdistinctvolatilitiesd¢
notexistinthisinstance.
ゴ
Mid-termmonitoringrangesformonetaryvariablessuchasMOandM4re-:
mainedinplaceuntil1997.SeeRowlatt(2002).
Thereismuchmeritinintroducinginflationtargeting.First,therealizat
ofthecentralbank'sgoalofpricestabilitymightnotbejudgedaccurst
intheabsenceofcleat・standards.Second,makingthegoalsofthecentA
banksclearerandmoretransparentguaranteesaccountabilityforthe
getandindependencefromthegovernment.Third,thisapproachallows
stabilityoftheexpectedinflationrate.Finally,inflationitselfisredo
SeeBernankeetal.(1999).
SeeMishkin(1990).Hardy(1996)usedthesamemethodandprovideds
larresultsforGermany.Hardy(1998)separatedanticipatedandunau'
patedcomponentsofachangeinofficialinterestratesforBundesba鼓k.
notedthattheeffectwasstrongestwhenthechangewasunexpectedy
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theanticipatedcomponentalsoinfluencedmarketratesinthedaysleading
uptoadecision.
9.Centralbankshavereliedprimarilyonopenmarketoperationsintheimple-
mentationofpolicy,soevenaheavilyanticipatedchangeinofficialinterest
ratesonstandingfacilitiescannotbeeffectiveinconformingandclarifying
thepublic'sunderstandingofashiftinthepolicystance.
10.BankofJapanrevisedthelawin1998,andtransparencyhasimproved
greatly.
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